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EXPOSURE DRAFT 
PROPOSED STATEMENT ON 
AUDITING STANDARDS 
OBTAINING EVIDENTIAL MATTER REGARDING 
THE COMPLETENESS ASSERTION 
DECEMBER 27, 1984 
Prepared by the AICPA Audit ing Standards Board 
For comment from persons interested in audit ing and reporting 
Comments should be received by May 1, 1985, and addressed to 
AICPA Audit ing Standards Division, File 2150 
1211 Avenue of the Americas, New York, N.Y. 10036-8775 
AICPA American Institute of Certified Public Accountants 1211 Avenue of the Americas, New York, NY 10036-8775 (212) 575-6200 
December 27,1984 
Accompanying this letter is an exposure draft of a proposed Statement on Auditing Standards entitled 
Obtaining Evidential Matter Regarding the Completeness Assertion. A summary of the proposed SAS also 
accompanies this letter. 
Comments or suggestions on any aspect of this exposure draft will be appreciated. The AICPA Auditing 
Standards Board's consideration of responses will be helped if the comments refer to specific paragraphs 
and include supporting reasons for each suggestion or comment. 
In developing guidance, the AICPA Auditing Standards Board considers the relationship between the cost 
imposed and the benefits reasonably expected to be derived from audits. It also considers differences that 
the auditor may encounter in the audit of the financial statements of small businesses and, when 
appropriate, makes special provisions to meet those needs. Thus, the board would particularly appreciate 
comments on those matters. 
Written comments on the exposure draft will become part of the public record of the AICPA Auditing 
Standards Division and will be available for public inspection at the offices of the AICPA after June 1,1985, 
for one year. 
Responses should be sent to the AICPA Auditing Standards Division, File 3150, in time to be received by 
May 1,1985. For convenience in responding, a postpaid mailer is attached to this exposure draft. 
Sincerely, 
David L. Landsittel 
Chairman 
Auditing Standards Board 
Dan M. Guy 
Vice President, Auditing 
SUMMARY 
Statement on Auditing Standards No. 31, Evidential Matter, lists five broad categories of assertions 
embodied in financial statement components. Four of them deal with transactions and accounts that are 
included in the financial statements; one of them, the completeness assertion, deals with whether there 
are transactions and accounts that have been improperly excluded from the financial statements. The 
unique nature of the completeness assertion has caused practice problems in obtaining evidential mat-
ter regarding that assertion. This proposed Statement addresses those problems by stating that— 
• The auditor should not rely solely on management's written representations as evidential matter 
regarding the completeness assertion. 
• The auditor should obtain evidential matter regarding the completeness of those types of transactions 
that he has reason to believe have occurred. 
• The auditor should not rely solely on internal accounting controls over completeness as evidential 
matter regarding the completeness assertion. 
This proposed Statement cautions that it may be difficult to reduce audit risk to an acceptable level if the 
auditor places no reliance on internal accounting controls over completeness. It also provides practical 
guidance on applying the standards of field work as they pertain to the completeness assertion. 
This exposure draft has been sent to 
• practice offices of CPA firms 
• members of AICPA Council and technical committees 
• state society and chapter presidents, directors, and 
committee chairmen 
• organizations concerned with regulatory, supervisory, or 
other public disclosure of financial activities 
• persons who have requested copies 
PROPOSED STATEMENT ON AUDITING STANDARDS 
OBTAINING EVIDENTIAL MATTER REGARDING THE 
COMPLETENESS ASSERTION 
1. SAS No. 31, Evidential Mat-
ter, lists five broad categories of 
assertions embodied in financial 
statement components: a) existence 
or occurrence, b) completeness, c) 
rights and obligations, d) valuation or 
allocation, and e) presentation and 
disclosure. When performing an 
examination in accordance with gen-
erally accepted auditing standards, 
the auditor should obtain sufficient 
competent evidential matter in sup-
port of each material financial state-
ment assertion. Obtaining audit 
evidence regarding the complete-
ness assertion, which primarily 
involves consideration of the possi-
bility that there are transactions or 
accounts that have been inappropri-
ately excluded from the financial 
statements, differs from obtaining 
audit evidence regarding other finan-
cial statement assertions, which pri-
marily involves consideration of 
those transactions and accounts that 
are included in the financial state-
ments. This difference may often 
make it more difficult to obtain audit 
evidence regarding completeness 
than to obtain audit evidence regard-
ing the other financial statement 
assertions. This Statement provides 
guidance to the auditor in obtaining 
sufficient competent evidential mat-
ter to support the completeness 
assertion. 
2. SAS No. 31 states that "asser-
tions about completeness deal with 
whether all transactions and accounts 
that should be presented in the finan-
cial statements are so included." To 
support the completeness assertion, 
the auditor should obtain evidential 
matter that the financial statements 
are not misstated due to material 
omissions.1 
1For purposes of this Statement, material 
omissions are omissions of transactions and 
accounts that are material, individually or 
when aggregated with other errors, in rela-
tion to the financial statements taken as a 
whole. 
3. Written representations from 
management are a part of the eviden-
tial matter the auditor obtains in an 
examination in accordance with gen-
erally accepted auditing standards. 
The auditor should not rely solely on 
management representations regard-
ing the completeness assertion as suf-
ficient audit evidence to support that 
assertion. Such representations com-
plement but do not replace other 
auditing procedures that should be 
applied to obtain sufficient compe-
tent evidential matter regarding the 
completeness assertion. 
4. The auditor should apply 
auditing procedures to obtain evi-
dential matter regarding the com-
pleteness of those types of transac-
tions he has reason to believe have 
occurred, based on his knowledge of 
the client and the environment in 
which it operates. For example, if no 
foreign currency transaction gains or 
losses are included in the financial 
statements of a company that histori-
cally has had significant export sales, 
the auditor would be expected to 
obtain evidential matter to support 
the implicit assertion that there were 
no such gains or losses during the 
period under examination. Con-
versely, he would not be expected to 
obtain evidential matter to support 
such an assertion implicit in the 
financial statements of a company 
that he has no reason to believe trans-
acts business in foreign countries. 
PLANNING CONSIDERATIONS 
5. In planning his approach to 
testing an account balance or class of 
transactions for completeness, the 
auditor should consider the risk that 
the particular balance or class is mis-
stated due to omissions that could be 
material. Such omissions may be 
accounts or transactions that a) were 
not captured by the accounting sys-
tem or b) were initially captured by 
the accounting system but are not 
subsequently included in the finan-
cial statements. The risk of omission 
may be influenced by the type of 
business in which the entity is 
engaged, the quality of the account-
ing records, the integrity of manage-
ment, and the general economic 
conditions. 
6. The auditors reliance on sub-
stantive tests designed to provide 
evidential matter regarding the com-
pleteness assertion may properly 
vary inversely with his reliance on 
internal accounting control proce-
dures that provide reasonable assur-
ance that all t ransact ions and 
accounts that should be presented in 
the financial statements are so 
included. Accordingly, if effective 
controls exist, substantial reliance on 
internal accounting control proce-
dures may be the most cost-effective 
approach to supporting the com-
pleteness of account balances and 
classes of transactions. However, 
taken alone, reliance on internal 
accounting control procedures is not 
adequate to support the complete-
ness assertion. Whatever degree of 
reliance the auditor places on inter-
nal accounting control, he should 
obtain evidential matter regarding 
the completeness of a particular 
account balance or class of transac-
tions by performing either of the fol-
lowing types of substantive tests or 
any combination thereof that he con-
siders appropriate in the circum-
stances: 
a. Tests of details of related popula-
tions that provide evidence of the 
completeness of the balance or 
class being audited (Paragraphs 9 
and 10) 
b. Analytical review procedures 
(Paragraphs 11 and 12) 
INTERNAL ACCOUNTING 
CONTROL 
7. The following are examples of 
i n t e r n a l a c c o u n t i n g c o n t r o l s 
designed to provide reasonable 
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assurance that all transactions and 
accounts that should be presented in 
the financial statements are so 
included: 
a. Periodic reconciliations of general 
ledger control accounts to detail 
subsidiary ledgers 
b. Periodic comparisons of assets 
physically on hand to amounts 
recorded in detail subsidiary 
ledgers 
c. Procedures to determine whether 
methods to account for source 
documents have been properly 
applied and any discrepancies 
investigated 
d. Procedures designed to achieve a 
proper period-end cutoff of the 
recording of transactions 
8. Reliance on internal account-
ing controls is not required to satisfy 
the auditor's objectives with respect 
to the completeness assertion; how-
ever, the auditor should keep in mind 
that in some cases it may be difficult 
to reduce audit risk to an acceptable 
level without reliance on internal 
accounting control. 
TESTS OF DETAILS 
9. Detail testing of amounts 
recorded in an account balance or 
class of transactions generally does 
not reduce the detection risk associ-
ated with possible misstatement due 
to omissions of accounts or transac-
tions from the balance or class under 
audit. For example, tests of recorded 
receivables may not detect unre-
corded sales.2 Therefore, the auditor 
should consider performing tests of 
details of related populations to 
obtain evidential matter regarding 
the completeness of the recorded 
balance or class under audit. 
2
 Confirming accounts receivable might 
detect the failure to record sales transactions 
entered into with debtors from whom confir-
mation was requested; however, it would not 
detect the complete omission of an individ-
ual debtor's balance from recorded receiv-
ables . 
10. For purposes of this State-
ment, a related population is a popu-
lation, other than the recorded 
account balance or class of transac-
tions being audited, that would be 
expected to contain evidence of 
whether all accounts and transactions 
that should be presented in that bal-
ance or class are so included. Follow-
ing are examples of types of related 
populations and tests of those popula-
tions the auditor might perform: 
a. A physical population represent-
ing the balance or class being 
audited. The auditor might com-
pare assets physically on hand to 
amounts recorded in detail sub-
sidiary ledgers. 
b. Another account balance or class 
of transactions. The auditor might 
test cash disbursements recorded 
subsequent to the period under 
audit for evidence of payables that 
should have been recorded as of 
the end of that period. 
c. A separate record created during 
the authorization, execution, or 
recording of transactions or in the 
maintenance of accountability for 
resulting assets. The auditor 
might test shipping reports for 
evidence of sales that should have 




11. The results of analytical 
review procedures applied to indi-
vidual elements of financial informa-
tion or as an overall review of 
financial information may provide 
evidence that the financial state-
ments include all transactions and 
accounts that are material, individu-
ally or in the aggregate, in relation to 
the financial statements taken as a 
whole. For example, to help support 
the completeness assertion regarding 
sales transactions, the auditor might 
compare the ratio of recorded sales to 
recorded cost of sales for the current 
year to the same ratio for prior peri-
ods as well as to his knowledge of the 
company's pricing structure and mix 
of products or services. In determin-
ing the extent of reliance to be placed 
on analytical review procedures for 
such purposes, consideration should 
be given to several factors, including 
the reliability of the data that are 
compared to amounts included in the 
financial statements.3 
12. In using analytical review 
procedures to identify fluctuations 
that are not expected and the absence 
of those that are expected, the audi-
tor should consider the ability of the 
analytical review procedures to 
detect errors that he considers to be 
material, individually or when aggre-
gated with other errors, in relation to 
the financial statements taken as a 
whole. For example, the omission of 
material credit sales may result in an 
insignificant fluctuation in the 
recorded accounts receivable turn-
over ratio but a significant fluctu-
ation in the recorded gross profit 
percentage. 
REPORTING 
13. If the auditor is unable to 
obtain sufficient competent eviden-
tial matter to form a reasonable basis 
for concluding that the financial 
statements are not misstated due to 
material omissions, he should either 
issue a qualified opinion or disclaim 
an opinion because of the limitation 
on the scope of his audit. If the audi-
tor concludes that the financial state-
ments are misstated due to material 
omissions, he should request man-
agement to include the omitted 
transactions and accounts in the 
financial statements. If management 
is unable or unwilling to do so, he 
should issue a qualified or adverse 
opinion on the financial statements. 
3
 SAS No. 23, Analytical Review Procedures, 
provides guidance on the factors to be con-
sidered in applying analytical review proce-
dures in audits of financial statements. 
